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KEY ECONOMIC INDICATORS 


(Money values in millions of U.S. dollars except where noted) 


Income and Production 

GNP at factor cost 

Per capita ($, not millions) 
GNP at market prices 

Per capital ($, not millions) 
Population (actual figure) 


Money and Prices 
Money supply 

Public debt 

Debt service 

Interest rates (prime) 


Balance of Payments and Trade 
Exports (£.0-b.) 

U.S. share 

Reexports 

Imports (c.i.f.) 

U.S. share 

Balance of trade 


Exports: Major items 

Sugar and molasses 

Clothing (offshore assembly) 
Wood and wood products 
Citrus 

Fish and lobster 


Imports: Major Product Groups 
Consumer goods and building 
materials 

Food and beverages 

Vehicles and machinery 
Minerals, fuels and lubricants 
Chemicals and pharmaceuticals 


1977 1978 1979 1980(E) 


91.0 
674 
103.0 
762 
135,500 


106.1 
763 
136.0 
978 
139,000 


102.3 
747 
117.0 
854 
137,200 


108.0 
755 
148.5 
1038 
143,000 


12.9 18.6 22.0 
58.4 
2.5 


25% ° 15.0% 


130.8 
49.5% 
45.9 

140.6 
46.2% 





Summary 


The Belize economy registered modest growth during 1980 and 1981, 
with an inflation rate between 15 and 18 percent and real economic 
growth in gross domestic product (GDP) terms at between 1 and 2 
percent. After a period of sustained economic growth during most 
of the 1970's, when GDP increased in real terms an average of 5.5 
percent annually, the growth has slowed recently under the impact 
of high inflation and a decline in the levels of both public and 
private investment. The economy is still heavily dependent on 
imports, to the extent that imports in 1980 once again exceeded 
total GDP. The balance of payments improved dramatically in 1980, 
arresting a recent trend of burgeoning current account deficits. 
Export receipts rose sharply, primarily on the strength of much 
higher sugar prices. Total exports, including reexports, where an 
estimated $131 million in 1980, up 50 percent from the 1979 level 
of $87 million. Due mainly to a decline in investment, imports 
rose only marginally from $133 million in 1979 to $140 million in 
1980. Despite the substantial reduction in the balance-of-trade 
deficit, from $45 million down to $9.8 million, foreign exchange 
reserves increased by less than $2 million in 1980. This was due 
mainly to an outflow of private capital as a result of higher 
interest rates in other countries, particularly Mexico and the 
United States. In early 1981, Belize" four commercial banks raised 
the interest on deposits to 15 percent in a effort to curb capital 
outflows. The public debt continued to rise to an estimated $46 
million in 1980 or about 32 percent of GDP. However, since a 
considerable portion of the debt was on concessional terms, debt 
services as a percentage of foreign exchange earnings accounted for 
only 2.5 percent. 


Belize, which achieved independence September 21, 1981, probably 
will have significant ramifications for its economy. For example, 
as an independent country, Belize becomes eligible for concessional 
loans from the Inter-American Development Bank. Belize received 
approximately $23 million or 15 percent of its GDP in external fin- 
ancial assistance in 1980 principally from the European Development 
Fund, the Caribbean Development Bank (CDB), and the United Kingdom. 
On the other hand, the economy will lose approximately $10 million 
annually when the British military presence in Belize is eventually 
withdrawn. Of greater significance will be the extent of private 
investment in post-independence Belize. Recently, private 
investment has been lagging due to, inter alia, uncertainties 
associated with independence, and the unresolved Anglo-Guatemalan 
dispute over the status of Belize. 


The immediate outlook, through the end of 1981, is for some dete- 
rioration in the financial situation, particularly, the balance of 
payments. Export receipts for 1981 should be considerably lower 
than in 1980, due to the substantial decline in the world price of 
Sugar. Sugar is the principal export and accounts for more than 
half of total export earnings. Sugar production is expected to be 
about the same level as 1980. Other sources of foreign exchange 
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are not expected to increase sufficiently to compensate for the de- 
cline in export earnings from sugar, thereby reversing the improved 
trend in the balance of payments that developed in 1980. As a 
result, the Government is expected to step up its level of borrow- 
ing, primarily through the sale of treasury bills, which will fur- 
ther strain Belize' limited credit facilities. Sharply lower 
prices in such a dominant sector as sugar also will produce a 
ripple effect throughout the rest of the economy, thereby further 
reducing the prospects of an early strong recovery for the economy. 
Those prospects could improve if there is, as some people expect, a 
surge in external credit and new investment as a result of 
independence. 


CURRENT ECONOMIC SITUATION AND TRENDS 


ECONOMIC PERFORMANCE MIXED 


The economic growth during 1980 was largely attributed to the per- 
formance of a few industries; namely, sugar, citrus, construction, 
and services. Their performance greatly improved the balance-of- 
payments situation by reducing the deficit from $19 million in 1979 
to $4 million in 1980. 


Production of the principal export, sugar, which accounts for more 
than half of total export earnings and 23 percent of GDP, increased 
4 percent over the 1979 level to 103,278 tons. Due to high prices 
in the world market, export earnings from sugar in 1980 increased 
more than 50 percent from the 1979 level. The output of citrus 
increased dramatically from 701,850 boxes in 1979 to 1,420,000 
boxes in 1980, representing the second highest production level in 
the last 25 years. Due to insufficient processing capacity, 
exports did no parallel the production increase; nevertheless, 
export earnings registered a substantial improvement from $5.4 
million in 1979 to $8.2 million in 1980. On the other hand, banana 
production--traditionally the second crop--fell by more than 5 
percent, due in part to the closure of a large foreign-owned banana 
plantation. Exports of bananas declined from 842,000 boxes in 1979 
to 785,000 boxes in 1980. Exports of marine products also declined 
in 1980 despite higher prices on the world market. The value of 
total exports fell from $4.2 million in 1979 to $3.7 million in 
1980. Lobster exports accounted for most of the decline, falling 
from $3.1 million in 1980 to $2.7 million in 1979. However, these 
official statistics do not reflect the large amount of illegal 
exports. Furthermore, 1980 was a trough year for lobster, a low 
period in the 3-year reproduction cycle for lobsters. 


Output in the small manufacturing sector, which is geared almost 
exclusively to the local market, was also mixed. Production of 
cigarettes and batteries increased slightly; beer and fertilizer 
were down slightly; and flour, nails, and roofing were down 

substantially. In the important services sector, which accounts 
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for about 50 percent of GDP, tourism continued to flourish, as 
reflected in a 10-percent increase in the number of hotels--to 125 
in 1980--and nearly a 25-percent increase in the level of tourist 
expenditures, from $6.7 million in 1979 to $9 million in 1980. The 
distribution industry, the largest segment of the services sector, 
recovered from a poor performance in 1979 on the strength of 
increased business to the sugar cane industry and in reexports to 
Mexico. According to official statistics, reexports to Mexico 
increased from $25.8 million in 1979 to $41 million in 1980. The 
growing reexport trade to Mexico has greatly helped to cushion the 
impact of declining sales in the local market for a number of 
distribution companies. 


The increase in the level of reexports and high sugar prices 
combined to help reduce the trade deficit in 1980. Export earnings 
increased $43 million or 50 percent from the 1979 level. Imports 
rose only slightly after substantial increases in 1978 and 1979. 
After increasing more than 25 percent in 1979, imports increased 
only 6 percent in 1980 to $140.6 million. Imports slowed mainly 
because of a decline in investment and a stabilization in petroleum 
prices. The balance-of-trade deficit was $9.8 million in 1980, a 
marked improvement from the 1979 level of $45.1 million. The 
deficit in the current account was further improved by an increase 
in net transfers, due mainly to large increases from such items as 
tourist expenditures and remittances from Belizeans abroad. The 
current account deficit fell from $18.5 million in 1979 to $4 
million in 1980. 


The Belize economy is import dependent,.as reflected in the fact 
that the level of imports is greater than total domestic production 
of goods and services. It is import dependent because of the 
small, undeveloped manufacturing base and the narrow range of 
agricultural products for both domestic consumption and exports. 
This high level of import dependency makes Belize especially 
vulnerable to international levels of inflation. In addition to 
importing the high rates of inflation from its major suppliers,-- 
the United States, the United Kingdom, and Mexico,--a part of 
domestic inflation was self-generated through large increases in 
local wages. Wages and salaries increased 25 to 30 percent during 
the 1979/80 period. The rate of inflation was an estimated 18 
percent in 1980 and would have been greater if not for a sound 
monetary policy and price controls on a number of essential items. 


NEW ECONOMIC DEVELOPMENT PLAN STRESSES AGRICULTURE DEVELOPMENT 


The Economic Plan, 1980-83, emphasizes the Government's view that 
agriculture must continue to play the leading role in the 
development of the economy of Belize. During the seventies, the 
main thrust of economic growth had been provided by the agriculture 
sector, which accounts for over 35 percent of GDP and 85 percent of 
exports and generates more than 40 percent of employment. As 
reflected in the Economic Plan, the Government has placed a high 
priority on developing and expanding the agriculture base as well 
as improving productivity within the sector. The Government hopes 
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to accomplish this objective through such programs as comprehensive 
land reform--whereby land will be redistributed to tenured farmers; 
agricultural educational and training programs; increased funding 
for crop development and expansion; and improved distribution and 
marketing facilities. Indicative of the commitment to the agricul- 
ture sector, most of the public sector investment projects that are 
planned for the 1980-83 period will directly affect the agriculture 
sector. 


With an abundant supply of fertile land, Belize' full potential in 
its agricultural sector is far from realized. Of 5.7 million acres 
of land, 2.2 million acres are considered suitable for agricultural 
development, of which 50 percent is best suited for arable farming 
and 50 percent is suitable for grazing. It has been estimated that 
only some 15 percent of the land suitable for agriculture is being 
utilized for that purpose. The agriculture sector is characterized 
by large plantations producing sugar, citrus crops, and bananas 
mainly for the export market, while the output of the small-scale 
units is earmarked essentially for domestic food consumption. 


Sugar dominates the agriculture sector, accounting for close to 50 
percent of the country's export earnings in 1980. Despite record 
earnings in 1980, output was still 15 percent below the 1978 level. 
Output is still insufficient to meet the quota allocated by the 
International Sugar Agreement. The outlook for 1981 is for 
substantially reduced earnings due to lower output and, more 
importantly, lower prices for sugar. The industry is confronted 
with a number of problems, one of which is smut disease. Since its 
outbreak in 1978, smut infestation has spread to all cane growing 
areas, and estimates indicate that at least 40 percent of the 
present cane acreage will eventually be affected by smut. Smut-re- 
sistant seeds have been developed, but the replanting campaign has 
been slow due to the lack of funds available to correct the 
problem. Of an estimated $8.5 million that is necessary to 
eliminate smut, only about $2 million appears to be available. 
Another problem is low productivity; the average yield per acre is 
15 tons compared with a world industry average of 40 tons. More 
widespread use of such proven measures as fertilizers, 
insecticides, plant rotation, and technological equipment would 
greatly increase productivity. The industry also suffers from an 
inadequate supply of both skilled and unskilled labor. 


Citrus, the next largest industry, had a record performance in 1980 
after poor, weather-affected performances in 1978 and 1979. With 
firm prices for citrus, especially oranges, and a strong demand 
from traditional customers such as Trinidad and Tobago, there seems 
to be good prospects for the industry in 1981. However, the 
industry is confronted with insufficient processing capacity, which 
became particularly evident after output doubled from 1979 to 1980. 
Over 85 percent of total production is processed into juices and 
concentrates for the export market. 
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After a strong performance in 1979, the banana industry retrenched 
in 1980/81 due in part to the closure of one large plantation. The 
banana industry which was a relatively important export industry in 
the 1960's but declined to where exports ceased in 1969, was reha- 
bilitated in 1975 and had showed a steady improvement until recent- 
ly. However, the recent outbreak of Sigatoka disease, a disease 
that was instrumental in bringing about the decline in the industry 
in the late 1960's, has clouded the outlook for the industry. With 
the aid of a grant from the Caribbean Development Bank, the indus- 
try will be restructured under the direction of the Banana Control 
Board, a government entity. 


Other important industries have had difficulty realizing their full 
potential, being handicapped by, among other problems, inadequate 
resources. The fishing industry is confronted with depleted re- 
sources within its prescribed fishing sphere as well as increased 
poaching by foreign fishing boats. The reported catch of all types 
of fish has declined steadily from 1977 to 1980. Due particularly 
to limited equipment, fishing is confined for the most part to the 
shallow water inside the barrier reef. Deep-sea fishing, which 
would greatly extend the sphere of potential resources, is practi- 
cally nonexistent. Poaching by foreign boats is a serious problem 
and is difficult to correct because of the inadequate means avail- 
able for patrolling the waters. 


The forestry industry is confronted with developing a vast poten- 
tial for tropical hardwoods. A United Nations study estimated that 


about 49 million cubic feet of tropical hardwoods can be cut annu- 
ally on a sustained yield basis. Total production in 1980 was less 
than 1 million cubic feet. Production of mahogany, cedar, and pine 
has declined steadily since 1975, while production of the lesser 
Known hardwoods has increased. Local production falls short of 
local demand, and, as a result, timber has to be imported. Limited 
reforestation, as well as poor infrastructure, act to constrain the 
development of this industry. 


INVESTMENT FALLS OFF 


In 1980, both public and private investment declined. In recent 
years public sector investment has grown considerably, contributing 
most of the economic growth, while private investment has fallen 
off. However, following the completion of several major projects 
in 1979, public investment fell in both nominal and real terms 
during 1980. Public sector capital expenditures had increased 
steadily from $10 million in 1976 to $26 million in 1979 but de- 
clined to $22 million in 1980. This was due mainly to a postpone- 
ment of a number of projects resulting from insufficient funds 
available to finance the projects. 


In the absence of comprehensive statistical data, it is estimated 
that private sector investment has fallen off during the last few 
years. Applications for development concessions and serious in- 

quiries by prospective foreign investors have declined. With few 





i 


exceptions, there is no evidence of any new substantial investment. 
There has been only one new industry, bananas, which has been 
developed in the last few years and that is owned and operated by 
the Government. Investment in certain industries, such as cattle, 
has in fact contracted, due to business failures caused in part by 
price controls. The manufacturing sector continues to consist 
largely of a handful of small operations producing mainly for the 
domestic market. 


There are a number of reasons for the decline in the growth of 
private investment. According to reports from the business commu- 
nity, these reasons include the uncertainty over the shape and 
direction of government policy once Belize achieves independence; 
controls on prices and profits for certain items; and difficulty in 
obtaining adequate financing to fund new investment. The local 
business community is, by and large,, conservative both in terms of 
business practices and attitudes toward new and different ventures 
and, as such, is less inclined to assume risks than its counter- 
parts in other countries. Foreign investors seem to be more 
inclined to assume the risks but have, for the most part, been 
handicapped by inadequate financing and other requisite capabili- 
ties needed to ensure a successful investment. 


GOVERNMENT FINANCES STRETCHED 


The financial position of the public sector deteriorated in 1980. 
The deficit in the consolidated operation of the public sector grew 
from $4.2 million in 1979 to $8.4 million in 1980. Government bor- 
rowing from the domestic financial market nearly quadrupled from $3 
million in 1979 to $11.5 million in 1980. Outstanding public debt 
from external sources increased from $28.7 million in 1979 to $55 
million in 1980. External debt now stands at 32 percent of GDP, up 
from 17.5 percent in 1979 and an average of 5 percent from the 
1973-75 period. 


Since 1977, government expenditures have been rising; between 1977 
and 1979 expenditures nearly doubled from $32 million in 1977 to 
$55 million in 1979. Most of the increase was attributable to 
increases in capital expenditure for projects involving infrastruc- 
ture development. Capital expenditures rose from approximately $13 
million in 1977 to $29 million in 1979. Current expenditures rose 
from $19 million to $26 million during the same period, reflecting 
increases for wages and salaries paid to civil servants. 


To help finance these increases in expenditures, the Government had 
to step up its borrowing from both domestic and external sources. 
From 1975 to 1978, the Government ran a surplus account with the 
domestic financial markets but since then has had to borrow heavi- 
ly, principally through the sale of treasury bills. At the end of 
1980, its net domestic borrowings were $15 million. Recently, 
loans and grants from external sources also have increased 
substantially. Grants amounted to $9 million in 1979, up from $4 
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million in 1976; and loans were $10 million, up from $2.5 million 
in 1976. 


It is unlikely that government revenue from traditional sources, 
such as income taxes and customs and excise duties, can increase 
sufficiently to make a substantial dent in the public sector defi- 
cit. The tax base has not enlarged significantly due to the small 
amount of growth in private investment and the large number of 
people who have emigrated from Belize. In 1980, high sugar prices 
and new tax measures helped to increase government revenues, but 
due to even larger increases in current expenditures, the surplus 
in the current account declined from $6.1 million to $4.6 million. 
The Government will have to continue to rely on external sources to 
finance a large share of its capital expenditures. Further 
borrowing from the domestic market would place too much of a strain 
on the local banking system. As it is, the increased presence of 
the Government in the local financial markets has contributed to a 
liquidity problem--among other things making it almost prohibitive 
for ‘the private sector to obtain credit to finance expansion and 
new investment. 


EMIGRATION REMAINS A SERIOUS PROBLEM 


Economic development is constrained by a number of factors, 
including inadequate infrastructure and distribution facilities and 
the small size of the domestic market. One of the most troubling 
constraints is the lack of an adequately trained and skilled labor 
force, especially management and technical personnel. 


Because of unsatisfactory economic opportunities, a large segment 
of the skilled labor force emigrates, primarily to the United 
States. It is estimated that some 35,000 Belizeans are now employ- 
ed in the United States or nearly as many as there are Belizeans 
working in Belize. Massive emigration in such a small population 
has skewed seriously the age of distribution toward the very young 
and the very old. It has been estimated that over half the popula- 
tion is under 15 years of age. There is one positive effect of 
such large-scale emigration. Belizeans overseas send substantial 
remittances to their families, which improve the foreign exchange 
picture substantially. Remittances contribute at least $12 million 
annually to the balance of payments. The problem could become 
somewhat more acute. As more immigrants become established in the 
United States, thereby legalizing their status, they may seek to 
bring more and more relatives to join them. Moreover, as an 
independent country, the immigrant quota for the Belize will 
increase from its present level of 600 to 20,000; it is estimated 
that perhaps 1,200 to 1,400 people will emigrate annually. 


INDEPENDENCE IN 1981 


Belize achieved independence from The United Kingdom September 21, 
1981. The United Kingdom will continue to provide military 
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security for an appropriate period after independence. Although 
the Anglo-Guatemalan dispute over the status of Belize has not been 
resolved, recent negotiations have been cordial and constructive. 
An agreement on this longstanding dispute should benefit the econo- 
my of Belize through increased trade with Guatemala and new 
economic activity generated under the likely provisions of such an 
agreement. 


The Government's financial resources also will be affected by the 
eventual withdrawal of the British military presence in Belize. At 
its present level, the British military forces inject about $10 
million directly into the economy of Belize, which is especially 
beneficial to the foreign exchange position of the government. The 
British authorities have not, to date, announced the schedule for 
the withdrawal of their military forces from Belize. 


Independence is expected to benefit the economy. As an independent 
country, Belize will become eligible for assistance from such 
international development organizations as the World Bank and the 
Inter-American Development Bank. Access to these institutions will 
improve the prospects of Belize to secure necessary financing to 
implement much needed infrastructure development projects. By 
developing the infrastructure, the Government will be able to over- 
come significant constraint to private investment. Even assuming 
that external assistance can be obtained on concessional terms, 
however, the Government may encounter problems in managing its cur- 
rent debt level. Thus, the Government could only accommodate large 
amounts of additional debt at the risk of exacerbating the strain 
on its limited financial resources. 


Moreover, the economy of Belize--and, in particular, the financial 
situation of the Government--could improve substantially as and 
when certain proposals for development assistance in the Caribbean 
region currently being contemplated by the United States and other 
countries go into effect. 


IMPLICATIONS FOR THE UNITED STATES 
TRADE AND INVESTMENT 


The United States has replaced the United Kingdom as the principal 
supplier of imported goods to Belize. In 1980, the United States 
was the source of an estimated 46 percent of Belize' imports, up 
from 36 percent in 1978. Principal U.S. exports to Belize included 
processed food items, manufactured goods, and machinery and trans- 
portation equipment. The local business community has a decided 
preference for dealing with U.S. firms--based, in part, on close 
and reliable transportation links, quality products and service at 
reasonable prices, and such common bonds as language and family 
ties. 


American investment in Belize recently has been increasing and now 
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represents a large share of total foreign investment in Belize. 
With few exceptions, most American investment in Belize is confined 
to comparatively small-scale projects in principally the tourism 
and agriculture sectors. Foreign investment continues to dominate 
the key industrial sectors of manufacturing, forestry, sugar can 
processing, banking, insurance, and tourism. Local investment is 
Significant in the distribution, construction, and certain re- 
source-based sectors such as fishing and bananas. There is still 
little evidence of joint ventures between local and foreign private 
interests. Most of the local firms are family-owned businesses, 
which, by their very nature, are reluctant to enter into partner- 
ship arrangements at the expense of diluting family control of 
their operations. 


With the strong commitment by the Government to infrastructure 
development and agriculture expansion, there seems to be good 
potential for U.S. exports of machinery and equipment. Imports of 
machinery and equipment were estimated at $28 million in 1980, up 
from about $13 million in 1978. Due to the tight financial condi- 
tions, it might be necessary for U.S. exporters to assist in the 
financing of exports, perhaps, for example, in conjunction with 
FCIA. Similarly, investment opportunities,--in particular, the 
agriculture sector,--should improve as a result of the Government's 
efforts to develop the infrastructure and expand the agriculture 
sector. 


GOVERNMENT AND THE INVESTOR 


The Government's official policy is to encourage foreign investment 
insofar as it advances the country's development. The Government 
will respond more favorably to foreign investments that have 
Belizean participation and are labor intensive. Development con- 
cessions are available and are granted on the basis of economic 
priorities. Concessions include tax holidays of up to 15 years and 
duty-free importation of capital equipment. 


Investors are assisted by the Investment Promotion Unit of the 
Development Finance Corporation (DFG), a parastatal body which 
screens projects before final approval by the Ministry of Trade and 
Industry. The Development Finance Corporation makes available 
capital, secured from the Caribbean Development Bank, for joint 
venture projects. The DFC is actively doing its part to promote 
investments in Belize and has recently built a new industrial park 
near the Belize International Airport to provide facilities for 
foreign firms. 


The Government has instituted controls to ensure that investors 
comply with the Government's development objectives. For example, 
in order to purchase more than 10 acres of rural land, an investor 
must file a development plan for government approval and, if 
approved, must make progress in line with the original plan or the 
approval can be cancelled and the land forfeited. To date, the 
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Government has not exercised this control capriciously or without 
strong cause, 


Generally, it is not the Government's policy to subsidize 
industries or bail out failing companies. In an effort to 
encourage import substitution, the Government affords a degree of 
protection to local manufacturing establishments through high 
tariffs and quotas on competitive imported articles. Except for 
the distribution of condensed milk, rice, corn, and beans, all 
sectors are open for private initiative. The Government has equity 
participation in a few companies, most notably the Belize Beef 
Corporation, which is an integrated ranching, feed mill, and 
abattoir operation. 


The Government continues to maintain a fairly open trade policy. 
Import duties and taxes are not prohibitive, averaging about 8 per- 
cent on essential items and 40 percent on nonessential items. 
Customs duties on a selected number of luxury items have recently 
been raised an average of 15 percent. Only 65 products require 
import licenses, and most of those are products that are manufac- 
tured locally. For foreign investors there are no controls on 
foreign currency or the repatriation of earnings, and profits from 
foreign investment and foreign capital are allowed to move freely 
into and out of Belize. There is a form of exchange control on 
trade with Mexico, whereby reexports from Belize to Mexico have to 
be paid for with U.S. dollars, since U.S. dollars were used for the 
original import of these goods. 


The Government continues to view its rolé in terms of supporting 
and complementing the private sector in the economic development of 
Belize by establishing an effective bureaucracy, regulating prices 
in the interests of the consumers, granting tax concessions, and 
setting up businesses in those desirable, but not necessarily com- 
mercially viable, areas where the private sector will not invest. 


Many businesspeople have complained that, although official govern- 
ment policy is to encourage private enterprise, Government actions 
--in the areas of political rhetoric, processing, and reviewing 
investment applications (especially those requesting concessions, 
dealing with price controls, and handling complaints from the pri- 
vate sector)--appear to be inconsistent with expressed policies. 

At the same time, as some businesspeople have pointed out, the 
Government recently has taken steps that apparently address some of 
these complaints and in so doing suggest that the Government has 
become more responsive to the needs of the business community. The 
Government recently established a national advisory council on 
price controls, composed of government and business representa- 
tives. Additionally, the Government seems to have taken a greater 
interest in promoting foreign investment. The foreign investment 
review mechanism within the Government was recently changed to 
provide for a more streamlined review procedure. Nevertheless, 
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it seems that the Government could take additional steps to enhance 
private investment. 


DOING BUSINESS IN BELIZE 


Typical of a developing country, Belize suffers from certain inade- 
quacies that create problems for investment and the operation of a 
business in Belize. Economic infrastructure and the supply and 
quality of labor are inadequate. Local financing is limited, and 
there are no private facilities for long-term financing. 
Availability of equipment and materials, especially spare parts, is 
limited and shortages occur periodically. 


Although the Government has made strides in improving the infra- 
structure, inadequacies exist that negatively affect the investment 
climate and make it difficult to do business in Belize. Large 
tracts of arable land are still not serviced by any form of road or 
river communication. Feeder roads and even certain portions of the 
major road network are incapable of withstanding damage from heavy 
rains, thereby making road transportation inoperable during these 
periods. The new, deep-water port in Belize City is not able to 
handle ships requiring a draft of more than 14 feet, thereby 
necessitating the continued use of lighters. Ancillary facilities 
at the new port, such as custom sheds and warehouses, are 
inadequate. Pilférage from the warehouses and sheds is a common 
problem. Air cargo transportation should improve with the recent 
introduction of a new air cargo service to Belize--just as improved 
passenger capacity and service have improved with the introduction 
of service by Air Florida. 


The supply of electricity is undependable. The Electricity Board's 
diesel generators frequently fall short of the normal 110-volt, 
60-cycle current delivery. Power outages occur, usually as a 
result of improper maintenance. The Electricity Board has recently 
added new generators which should considerably ease the spate of 
power outages. 


Local financing is inadequate and restricted. The four commercial 
banks provide mainly short-term credit, which is customarily 
limited to the size of the firm's overdraft facility. The banks do 
not normally borrow money from the international financial markets 
or other external sources to lend in Belize and instead rely on 
local deposits, supplemented by occasional short-term borrowing 
from the Monetary Authority, to general funds for loans and 
advances. The banks usually do not provide medium-term or 
long-term funds for new investment, and there is no other private 
sector involvement in the provision of long-term funds. 
Additionally, there is no functioning market for equity shares. 
The Development Finance Corporation, a parastatal body, provides 
long-term capital for investment projects. In 1979, its loan 
portfolio amounted to $13.2 million. The Caribbean Development 
Bank is another source of long-term financing, but most of its 
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loans in Belize are for public sector projects. Many business- 
people view the CDB as too politicized and bureaucratic to be a 
practicable source of long-term financing. 


Belize continues to suffer from a shortage of professional and 
technically skilled workers. Because of the unsatisfactory 
economic opportunities in Belize, a large segment of the skilled 
labor force has emigrated, primarily to the United States. How- 
ever, the Government has fairly liberal work permit regulations to 
allow the importation of skilled (and unskilled) workers. 


INVESTMENT OPPORTUNITIES 


Investment opportunities in Belize are restricted by the small size 
of the domestic market (population 145,000). In most cases, 
especially in the agriculture and manufacturing sectors, export 
markets are required to make the investment economically viable. 
Local investors are reluctant to branch out from traditional safe 
areas such as distribution, to manufacturing, especially if the 
economies of scale associated with the investment require export 
markets. 


According to the Investment Promotion Office of the Development 
Finance Corporation, there are good prospects for a variety of 
investments in Belize. The recommended areas of investment include 
food processing, particularly canning; construction materials, such 
as cement and clay bricks; forest-based industries, such as furni- 
ture; leather tanning and footwear products; livestock; citrus and 
banana production; animal feed and seed production; dairy produc- 
tion; and oils and edible fats production. Investment in these 
areas conforms to the established priorities for industrial devel- 
opment set by the Government. 


Cattle raising is an area that is currently receiving a lot of at- 
tention. Considering the land resources available for pasture 
development and feed grain production, the relative freedom from 
serious cattle disease, the existence of a U.S. Department of Agri- 
culture approved abattoir, and a good beef market in the United 
States and the Carribbean, the livestock industry seems to offer 
excellent prospects. However, the industry has not lived up to its 
potential for a number of reasons, including the high cost of 
clearing land and price controls on beef. 


Dairy products are among the most important imported food items. 
The success of the Menonite Settlement Dairy Scheme suggests that 
the dairy business offers promising prospects. However, there are 
a number of obstacles facing such a business, not the least of 
which is a poor distribution network. There are few outlets which 
have the capability to adequately store dairy products. Moreover, 
only a small percentage of the households have refrigerators. 
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The potential for food processing also is limited by a number of 
factors. The major crop, sugar is only suitable for a very limited 
processing. Citrus is already being processed into juices, 
concentrates, and segments, and there is insufficient processing 
capacity. Bananas require no processing. Output of other crops is 
at present too small to permit the establishment of a processing 
operation. 


Prospects for investment in the timber industry appear to be good. 
The potential supply of timber could support large-scale sawing and 
possibly secondary processing; timber resources are probably 
sufficient to support a pulp and paper mill. There is one small 
kiln, which is owned by the Government and used periodically--main- 
ly for experimental purposes. A large kiln is being restored, 
after being idle for 20 years, by an American investor who plans to 
go into the furniture-making business. 


Investment in tourism is a perennial topic of discussion. Undenia- 
bly, Belize has an enormous potential for tourist development. The 
country contains over 100 Mayan archaelogical sites, but to date, 
only a few have been developed. Off the coast of Belize there are 
some 175 islands or cayes, many of which possess attractive white 
sand beaches. The longest coral reef in the Americas stretches the 
entire length of the coastline, some 175 miles. The forested moun- 
tains of inland Belize contain scenic waterfalls and rivers, as 
well as a variety of tropical flora and fauna. However, develop- 
ment of the tourism industry has proceeded slowly. Belize still 
has no luxury accommodations and few that could even be called 
first class. The Government has not actively promoted tourism or 
assisted the tourism industry, preferring to use its limited 
resources to develop industries that it considers should be given 
higher priority. 
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